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FOREWORD 
'!be on-going programs of milk marketing cooperatives, with their emphases 
on marketing efficiency and bargaining strength. are continually being challenged 
by new ideas and new courses for action in the 1aarketplace. Among the several 
priority considerations at this time are bargaiding, price policy, standby pool 
arrangements, control of hauling, and Federal market order consolidations. 
In order to consider these matters in more detail, producer organizations 
in Ohio, including the several member cooperatives of the Ohio Milk Producers 
Federation together with the <llio Farm Bureau Federation, and in cooperation 
with '!he Ohio State University, staged a two day seminar, September 19 and 20, 
1968, directed at getting better informed about and evaluating the five desig-
nated problem areas. The formal aspects of the seminar are reported in this 
proceedings. 
In 1966 and 1967, similar seminars were held in which the non-member prob-
lem and the merger question respectively were a~alyzed in detail. 
'!he Planning Conmittee for this third seminar in the series included 
Donald Zehr, Central <llio Cooperative Milk Producers Association; William McNutt 
and Sam Cashman, Ohio Farm Bureau Federation; and Robert Jacobson, The Ohio 
State University. 
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INTRODUCTION 
S. c. Cashman 
Vice President 
Commodity Services 
The Ohio Farm Bureau Federation 
Welcome to the third seminar co-sponsored by Farm Bureau and the Ohio Milk 
Producers Federation. 
The stated purpose of this seminar is two-fold: 
1. ·To provide an opportunity for the leadership of these two organ-
izations to become acquainted and thus to be able to communicate 
more effectively one with the other. 
2. To explore together and in some depth one or two of the most 
important problems facing dairymen. You will note the two which 
the program committee identified for this conference are: bargain-
ing, and the expansion and maintenance of milk markets. 
Because of the overlapping membership of these two organizations, close 
cooperation and coordination of programs and activities are important to the 
membership and the effectiveness of the organizations. Our record of working 
together, in legislation, membership acquisition, and publication of infor-
mation, in the last several yeal,"s, is tangible evidence of what can be done 
when there is good cooperation, 
We believe the Seminar is an important vehicle to help insure continuation 
of this kind of a working relationship. I would like to recognize the other 
members of the program committee-- Dr. Jacobson and Don Zehr. Also Bill McNutt 
who has met with the committee on several occasions. On their behalf, I would 
like to thank all of you who are assuming some responsibility for the conduct 
of this meeting; the chairmen, speakers, discussion leaders, etc. With your 
enthusiastic participation, I'm sure .this will be the best seminar yet. 
'nlE REVOLUTION IN AGRICULTURE AND 
'nlE CHALLENGE TO AGRICULTURAL LEADERSHIP 
Thomas T. Stout 
Department of Agricultural Economics 
and Rural Sociology 
The Ohio State University 
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Most of us are not acutely concerned about the agriculture of twenty years 
from now and, indeed I am not even prepared to talk about it. It is a long way 
off; certainly too far into the future to forecast with any expectation of real 
accuracy. Perhaps because of this we often are inclined to dismiss the future 
as imponderable and to discount the many indicators of change that appear like 
signposts along our present paths. 
We are aware that agriculture is changing rapidly. We are not always 
aware that agriculture is changing not only physically and economically, but 
socially as well. The significance of rapid change over the next ten or twenty 
years is that some of that change must occur next year; some of it is occurring 
now. The things we see in the wind today probably are reliable heralds of 
central tendencies for the future. 
Most of us really are not aware how fast all this change has come upon us 
and, almost always, our most carefully laid plans and strategies for the future 
of agriculture prove in retrospect to have been grossly conservative. For ex-
ample, in June, 1955, at a time when there were 5.2 million farms in the United 
States, Fortune Magazine published a major article which assessed the agriculture 
of 1980. The article speculated that by that date, 25 years later,.there would 
be only 4.2 million farms in the country. But by the time 10 of those 25 years 
had elapsed, the number of farms already was reduced to 3.2 million. Of course, 
a change in census definition c;>ccurred in the interim, but it is true neverthe-
less that the article forecast.an 18 percent reduction in farms on the basis 
of the old definition. What o~curred, based on the current definition, was a 
33 percent reduction in 10 years, with the expected 18 percent reduction occurr- · 
ing in the first five of those twenty-five years. 
What else happened during that ten-year period? As I recite a few of the 
developments, consider whether it might be legitimate to project this rate of 
change for another ten years -- to 1975 even though the trends of the last 
ten year period were moderated somewhat in the second five-year half. 
The value of all farm products sold increased 43 percenta The value of 
products sold per farm rose 118 percent. The value of land and buildings per 
farm was up 186 percent; value per acre climbed 74 percent. One out of four 
cash grain farms ceased to exist. One of every three dairy farms ceased to 
exist. Nearly half the poultry farms and more than two out of three cotton 
farms ceased to exist. Average farm size increased 45 percent, and the only 
farms that increased in number were those of 500 acres or more-- up ten percent. 
Farms of lesser size decreased between six percent (260-499 acres) and 44 
3 
percent (under 100 acres). Farms selling $40,000 or more in. products increased 
39 percent in the !.!!! years, 1960-1965, and those realizing sales of $20--
39,999 rose 23 percent:. All others decreased drastically. 
Generally, these trends were more moderate for the Central Cornbelt states 
of Indiana, Illinois and Iowa, with two striking exceptions. Whereas the national 
increase in farms with sales of $40,000 or more was up 39 percent, this three-
state area increased 59 percent. While national averages registered a ten per-
cent increase in farms over 500 acres, ·these Cornbelt states experienced a 51 
percent increase. Ohio changes were even greater, with corresponding increases 
of 82 percent and 78 percent, but fewer farms were involved. 
Where does this really put modern agriculture today? For one thing, it 
could be argued that already we have more severe concentration ratios in agri-
culture today than in most industries where concentration among dominant leaders 
causes concern among observers •. Yes, the top four food retailing firms had·20 
percent ~f t:he retail grocery sales in 1964, and those sales occurred in only 
3.6 percent of total retail grocery stores. But also in 1964, the top 3.4 per-
cent of U.S. farms ($60,000 or more in sales) realized what appears to be about 
30 percent of total sales. '!be four largest meat packers did not do as well 
in 1964, nor did the four largest firms in fluid milk, prepared animal feeds, 
or bread and related products.* 
Now ~e cannot imagine the future simply by projecting the changes of the 
past. To do so is to assume that nothing new will be learned; no changes in 
social attitudes and consequent policies will occur; that a stagnant social 
and economic structure will simply be carried along by its own momentum. But 
for the sake of brevity and startling effect, I propose to do .just that. And 
you may interpret the result by supposing that the projections will occur un• 
less something new is learned, unless new policies do reflect changing social. 
ideas, and our socio-economic structure' does change with something more than 
$imple momentum. 
Another ten years like the last would bring us by 1975 to this: Farm 
sa.les will be a 50 billion dollar industry (in 1965 dollars). The average 
farm will generate $25,000 to $35,000 in sales annually, but the average 
farm will exceed 500 acres. Fifteen to 20 percent of all farms will be 
larger th&n average (larger than 500 acres), and some of them will be dan-
dies, and 80-85 percent will be below average in size and plagued with low 
income problems. We will have perhaps 2.0 million farms, and less than one 
million really coanercial farms. Average per acre value of land arid build· 
ings will approximate $250 for the nation, but in the Central Cornbelt it 
will more closely appr.oach $550. Average farm r•al est,.te investment in the 
U.S. will, be about $130,000 per farm, but in the Central Cornbelt it should 
be more llke $280,000. We could be left with something like 300,000 .cash 
grain farms and as few as 50,000 farms that each produce more than $40,000 
in annual sales. To facilitate the rate of change these figures suggest 
would require nearly 450 farm title transfers every business day of every 
year during the entire 10 year p•riod, 1965-1975. 
* Census of Agriculture and Census of Manufacturing 
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We are obliged, it seems to ask ourselves some questions: What kind of 
distribution in farm size are we moving toward when 15 percent of the farms 
are larger than average and 85 percent are smaller? What will it mean to 
agricultural policy when less than 3 percent of farms dominate the markets 
with perhaps 50 percent of output and the great majority of farms will be 
severely pressed to provide a meager livelihood? In a day of urgent concern 
about urban poverty, what will be the dimensions of an overshadowed rural 
poverty? Who will finance the farms of the future at a quarter or a third 
of a million dollars for the average farm, and how will title to farm land 
be passed along? What will the management demands be like for the great 
connnercial enterprises and who will provide the. training to meet those 
demands? Who will the owners of farmland be and What kinds of uses ,might 
in the future be made of vast stretches of agricultural land that fail to 
survive the rigors of agricultural competition? 
It seems that the agriculture of ten or twenty years from now requires 
of us that we make some hard decisions now in order that we may direct the 
course of events to come. Clearly, our alternative is to be directed by the 
forces of change. Our hand is called. We assert our claims to leadership 
now, or concede that events themselves have taken control and leave little 
option to agricultural leadership but to drift with the current and try to 
keep afloat. 
I see no apparent alternative for agricultural organization, decision-
making and control under existing or proposed policies that are likely to 
develop other than a continued rapid evolution toward further connnercializa-
tion in agriculture. Or more :emphatically, I think future developments may 
amount more to a revolution than an evolution. An evolution, you see, is 
rather a deliberate, methodical, planned development that leads to some 
definite end. But a revolution is an explosive and total change with unknown 
ends that lie beyond the planning horizons, with outcomes that reshape the 
social structure because they are incompatible with the conventional system. 
Therefore, I think this revolution in agriculture brings not further connner-
cialization, but industrialization instead. When we speak of connnercialized 
agriculture, we mean little more than business-like operations as opposed to, 
say, a way of life. But Webster's industrialism is closer to what I have in 
mind: "Social organization in which industries, especially large-scale indus-
tries, are dominant." The important difference here, it seems to me, is as 
Webster points out, that indus;trialization cannot be de'fined without reference 
to its impact on social organization. This is why the impending changes for 
agriculture achieve proportions of a revolution rather than simple evolution. 
We stand at a threshhold of change beyond which not just the economics of ag-
riculture are affected, but the social organization as well. We are called 
upon not to make judgments about the simple economics of agriculture, but to 
make more fundamental appraisals and much more difficult judgments about just 
what sort of social organization we anticipate as well.· Certainly, the leader-
ship of agriculture faces challenging times; seldom have greater demands been 
placed before them to make critical decisions of more fundamental importance 
or with more far-reaching consequences. Indeed, it seems to me that to plan 
the next simple economic move is to do little more than drift with the current 
without determining whether the current will carry us in fact to the destination 
we desire. 
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I believe we are en the threshhcJ!:d· ~·(a 'tevotudonary change in agr1cultur~. 
I mean revolutionary i)l the literal sense· that revolutions leave earlier forms 
unrecognizable and cause persiStence in cui;toma.ry patterns of thought.and action 
to be untenable. I think we are entering upon a period of fund4merital reappraisal· 
fOJ: agriculture, a period in which difficult: ~nd unprecedented quest:i.ons will be 
asked about the proper ·social as well aa eeen(i)l11ic role of agriculture~ anci a per-
iod in which changing attitudes• valu·es and social requirements will. require the 
developinent of radica11y altered progr41'1$ ,. p:toperly realign a mutated agrfoulture 
. in a mutated social setting. Conventional econ0mic. planning is no l~hger enough. 
It is almost. petty. Much more is required of leadership today becaus'e agriculture 
has reached a. pC>i)lt wber'e fur.ther compt:Ofll~Se between e'conotnic per:forniance and social 
organ;J.zation is getting extremely ·urd:ikety while the. neces~ity for sotne kind of 
trade-off,· one for the other. becomes mtich more necessary. · 
Historically, agriculture has been regarded both as the embodiment of some 
traditional and prized social institut:iGns and as an economic machine, the per-
formance of which has been judged mestlY 9y j:ts ability to produce an abundance 
of food and fiber. Agti~ultural pol:L~y has attempted to foster !!£.b. of these 
parts of agriculture, although they are fundamentally conflicting characteristics. 
But as both the society and the ecort0111y of the nation become more complex, it 
becomes more difficult to achieve a comprGlilise between the two, and each threatens 
to advance only at the expense of the ether. Increased agricultural productivity 
strains the institutional framework anti undermines its foundations. Preservation 
of cherished ~aditions impairs agriQul:tural productivity. 
And this is the crwc of the thimg. WE! have reached the point where we are 
confronted with radical economic change which will demand radical social reorgan-
ization. We cannot have the new eeo110mie organization of agriculture and keep 
the old social organiza·tion. , They wiU a&t 1\ve together in the same house. The 
new economics of agriculture makes financial and management demands that few 
aspirants will be able to meet. The n~ agriculture will provide opportunity for 
only the most vigorous survivors and the mest aggressive newcomers. The new ag-
riculture will have little $yntpathy ftl'r the family farm, proprietorship, independ-
ence, self-sufficiency, oral contract, free entry and exit, competiti:ve markets, 
and making the final payment on the mottgar.ge. All these are part of the social 
character of agriculture. No matter the affection with which they are regarded, 
they stand in, the way of an industrialhed agriculture. 
Please do not misunderstand me. I am not making a plea for preservation of 
the social status quG. t am only of fert•g a reminder that it is customary to 
look both ways before crossing the street. We eatmot prove that the social or-
ganization of agticultute' is e'1en worth pre-serving. But, therefore, neither 
can we safely assume that it is not wfllt'fth preserving. We are called upon to 
make fundamental reappraisals of what' lflgl'icul:ture is supposed to be and what it 
is supposed to accomplish. Is it simply an economic machine to turn out food 
and fiber or is it something more? 'What is t& be our proper course of action 
in order that we may be! well assured th~it we gain something more than we lose? 
It is not satisfactory to rebel against an industrialized agriculture just 
because it threatens something old.· But neither is it satisfactory to embrace 
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the. new economics of agriculture without a backward glance because it is some-
thing new, and popularly rega*ded as inevitable. Leadersh_ip c~l'ls for something 
more than being cheerleader o*' being· _first on the bandwagon. Leadership cannot 
afford the easy luxuries of either polar position. · True leadership is neither 
cheerleader for the staunch ti-aditionai:t.sts who genuinely love the social or.; 
ganization of agriculture, no~ is it the drum-beating advocate of some new order 
who cares.little the price th~t those of another view would have to pay. Be- . 
tween the easy extremes lies the much more dif ficul(:. task of appraisal and assess-
men_t ·of conflicting goals, compromise and commitment to less than everything from 
opposing benefit~, and the de~ermination to make equitable decisions and to accept 
the consequences. It is the Fallenging,role'of }.eadership,to ac~~pt this.demand-
ing t11sk. · Let us hope that i~ .will be agricultural leadership that will assume 
the burden, for we may be assured that tl:le burden will be assumed -'."' somewhere. 
NEW LEGISLATION FOR, AGRICULTURE 
C. William Swank 
Assistant Exe.cutive Vice President 
The Ohio Farm Bureau Federation 
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There is an anX:iety in agriculture that is as real as that which pervades 
the entire economy;. Farmers are not s·atisfied ·with present. prices or conditions. 
They are apprehensive about the future because it appears that the same economic 
forces thathave kept returns to producers at a low level will continue for the 
next two decades. 
The combined impact of the birth control pill. advancing technology in the 
U.S., and widespread adoption of modern technology in foreign countr-ies gives 
further evidence that farmers must find be.tter ways to manage their industry 
if they are to achieve profits commensurate with their investment, ability :and 
contribution to the economy and society. 
The Federal Government-is turning its attention to problems of peace and '· 
poverty. There is real likelihood that there can be a change in the government 
farm programs that have been a part 'Of agriculture for nearly 40 years. This· 
can be a victory for the American Farm Bureau Federa~ion which has long advo- · 
cated an end to the present government programs. ·It.will be a hollow victory 
if low prices, and the prospect of continued low prices, brings a demand for 
something that will help bring prof it to farmers and ranchers and we are not 
ready with that something. 
, "' 
Both political parties seem ready to consider legislation in this area. 
The present administration has suggested the Mondale Bill. Even though it is 
not acceptable it indicates a willingness. On the CBS television program, "The 
Nixon Answer," on July 10, Presidential candidate Richard Nixon said the farmers 
should have bargaining power like other segments of the economy have. Both 
parties.will be seeking proposals that are acceptable to farmers and that can 
be effective in both the short and long run. 
The present AFBF program of providing marketing programs that can effect-
ively deal with this problem is·sound. Farmers are running a business. We 
can increase profits.to a more adequate level if we conduct the agricultural 
industry in a more businesslike manner. 
Programs of forward pricing, contract production on specification, and 
bargaining for contract terms can be a healthy part of the future if farmers 
are able to achieve an effective and "directive'' hand in how these programs 
are developed. If left to chance, the pqwer to direct this development will 
mt be in the hands of farmers. They are too widely scattered and too numerous 
to effect these changes without organization. Each farmer is too small to in-
fluence the industry by his individual acti'On. 
For these and other reasons, we have developed the AAMA and similar state 
associations to provide members a structure through which they can have an in-
fluence on the marketing practices of the·ir industry and can achieve enough 
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bargaining power to insure profitable operations in the farming businesses. 
These organized marketing efforts have achieved a limited success in a 
limited number of c011111odities. If we are to retain the leadership role in ag-
riculture, Farm Bureau needs to demonstrate its willingness to develop programs 
to increase profits in the major conmodities as well as the specialty crops. 
These programs must be well enough defined that farmers can react to them and 
suggest modifications. It is very important that farmers see an acceptable 
and effective way to achieve this bargaining power if they are to support it. 
While most farmers want to see government out of agriculture, they don't 
reject a proper role of government in making it possible for farmers to have 
some control and power in their own industry. Farmers want to see the govern-
ment as a referee in the game of coimnerce but not a participant. Most·of the 
professional societies in this country use government to a limited degree to 
help the society improve the·economic position of its members. Certainly, 
labor unions have used government to help achieve the goals of organ.ized labor 
without having government take over either the management of industry or labor. 
Indeed, it is the actions of many of these groups plus the inflationary prac-
tices of the U.S. Government that contributes to the price-cost squeeze that 
is so damaging to the profit picture of farmers. A minority of 6% of the 
population cannot stop the practices·of either the labor and professional groups 
or the U.S. Government. Farmers may be able to use government to achieve the 
bargaining power to permit agriculture prices and profits to keep up with the 
rest of the economy. 
The reference to professional societies and to labor unions cannot pro-
vide a direct analogy for agriculture. Farmers are in business and the economic 
considerations for agriculture must be business economics. In coping with the 
problems of bargaining for farmers, we should look· for lessons from the exper-
ience of other groups that have organized for economic power and improvement. 
As evidenced by the table attached, most professional societies represent 
only half or less of their potential members.l/ Labor unions do not represent 
all workers but they have been granted powers through government which permit 
them to have bargaining power that influences all of labor and much of the econ-
omy. 
There is evidencel/ that in the U.S. and in most countries in the world, 
half or less of the farmers are members of a general farm organization. While 
this may present problems to the organization, they need not be insurmountable 
in achieving effectiveness. 
If farmers are to achieve results from organized activity they must: 
1. Be recognized by buyers (processors, packers, etc.). 
2. Have a way of electing or establishing an Official representative 
for selling the product of an industry in an area. (To be defined) 
!/ The Practice of Collective Bargaining. Beal. and Wickersham 
Z./ The Cooperative Systems Approach to improving Farm Income. Univ. of Wisconsin, 
1968 - By Randall E. Torgerson. 
3. Be assured that buyers will negotiate in good faith. 
4. Keep their industry from being invaded and overproduced. 
5. Be free from intim'idation when considering the establishment 
or election of a bargaining association. (Yellow Dog c011tracts, 
used by Lawson, possibly others). 
6. Be able to elect a different bargaining representative at times, 
or to be free from any representation. 
7. See clearly that their profits will be enhanced by such action. 
8. ,Feel assured that any loss in "freedom" will be more than. c01D-
pensat:ed for in stabili1;:y of prices and returns, continued share 
of market, and improvement in his ind'ustry. 
9. .Provide for a means of settling .bargaining disputes before a 
criticai planting or breeding is passed or harvest period miSSE!d• 
10. Move withjchanges and improvements in· technology in addition to 
a recognition of the efficiencies of scale rather than trying to 
maintain a status-quo in agriculture. 
Suggested Legislation· 
A Farmer-Buyer Relations Act 
L De.c,laration , of Policy 
. , 
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A healthy agriculture is critical to the well-being of the nation and :i.s 
basic to a sound economy. Because of rapid changes in technology, the ability 
of the U.S. farmer to produce has out-run the ability of the U.S. and world 
mat'kets to absot'b this entit'e production at prices that yield fait' and ade-
quate rett1t'ns to the farmer businessman~ It is in the public interest that 
the basic family farm structure of agriculture be maintained in a healthy and 
profitable condition in order to assure an adequate supply of food and fibre· 
to the u.s. cons\1mer and provide a reserve production capacity to insut'e the 
strategic needs of the nation and its foreign policy. · -
lbe purpose of this act is to prescr:i.be the legitimate rights of farmers 
and buyers of :i;aw agricultural products in the.ir relations regarding the pro-
duction and flow-to-market of agric·ultutal production for orderly and business-
like conmerce and to prevent the interference by either of the legitimate rights 
of the other, to. make clear the rights .of farmers .to associate t}lemselves into 
organizations for proper and ad·equate representation for the collective terms 
.of sale for a:n identified commodity producing group, and to protect the rights 
of the public against a loss .of proper welfare which may arise in disputes be-
tween farmet's and ,buyers in con,nnerce. 
II. Definitions 
1. Farmers - Producers 
2. Buyers 
3. Representative 
4. Organization 
5. Etc. 
III. A Farmer-Buyer Relations Board 
This board, an agency of the U.S. Government and consisting of five 
members appointed by the President, with the advice and consent of the 
Senate-----------· 
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Shall carry ou·:: the provisions of this act and see that when initiated 
by either farmers or buyers, the rights of each are protected and that 
connnerce between the two groups can be maintained in a manner consistent 
with the public interest. · 
IV. Rights of Farmers 
Farmers shall have the right to self-organization, to form, join, or 
assist farm marketing associations to bargain for the terms of trade for 
food and fibre, through organizations of their own choosing and to engage 
in practices and activities for the purpose of marketing an adequate supply 
of food and fibre £.or an identified market. 
v. Unfair Practices 
1. It shall be unfait:' to interfere with or restrain a farmer in the 
exercise of the rights guaranteed in Section IV; 
2. To interfere with the formation and administration of marketing 
and bargaining associations; 
3. To discriminate in regard to contract buying or any other con-
dition, to reward or punish, in an economic way, a farmer in a 
way that would tend to influence his ac~ion in regard to member-
ship and participation in an association; · · 
I 
4. To fail to grant a business contract, Ot": do business wi.th a 
farmer, because of his association with~ or membership in, a· 
marketing association; and · 
.. . 
5. To refuse to bargain in good failtl with an organization which 
represents 60% of the usual producers or suppliers of the raw 
agricultural products of that plant. 
VI. Farmer Organization Responsibilities 
1. The duly elected marketing agent for the farmer will have the 
responsibility of majority representation of all producers 
supplying the buyer. · 
2. The marketing agent will have the privilege of handling full-
supply contracts with buyers and tllay negotiate up to 5-year 
contracts with buyers individually or in associations as an 
industry. 
3. Marketing associations maywork·w:ith and through bona fide 
cooperatives controlled by farmers as long as there are no 
predatory practices used to gain a monopoly position. 
4. Marketing associations may 'WGrk together through common agency 
agreements, or other legal instruments, to insure compliance 
with existing cooperative cen.·cepts relative to agriculture. 
Practical Applications 
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Farmers producing a commodity tllat are interested in enhancing the profits 
of their industry through the action O'f, a marketing association must be able to 
identify their group by individual or hy area. 
Emphasis should be given to the usual shippers or sellers to a certain 
buyer so that forward commitments can be made. Buyers can begin to anticipate 
their market so that they buy the amaunt that they can sell at a negotiated 
price. 
By requiring ne3otiations in good f$ith; bQyers themselves, through busi-
ness contracts or agreements, wi,11 make the adjustments in production necessary 
to maintain a negotiated price. 
The needs for foreign markets and for the U.S. Government for domestic 
and foreign aid programs shouldalso·be anticipated prior to production. 
It should be possible through the development of bargaining situations to 
permit a commodity producing group to plan a marketing strategy for greatest 
profits. This might mean moderate prices ,rather than high prices. 
'l'he market will still be permitted.to function, encouraging the adjust-
ments necessary in agriculture. 
While there might be some competition between farmer organizations and 
commodity groups in the beginning to see wbich will be the representative fox-
a given commodity in a given area, the organization that is sound and effect-
ive should soon be recognized. 
A new legislative act which clarifies the legal structure of an agri-
cultural bargaining association is superior to simply continuing to try to 
adapt this effort under the Capper-Volstead Act, which was not created for 
this type of cooperative. 
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A Jlta.ctica.l 1.~elationship should be developed for bargaining with existing 
former cooperatives. They must be required to pay at least the going market 
pt'ice (through negotiations) with savings returned to farmer-owners as before. 
Without this protection, private buyers would feel the cooperative to have an 
unfair competitive advantage. 
REFERENCE TABJ .. E 
Employment in Selected Professional Occupations 
And Membership in Related Organizations 
--~.-·---· _., _______________________________ _ 
Occupation 
Teachers 
Elementary and 
Secondary 
College 
Engineers 
Registered 
Engineers 
Registered Nurses 
Clergymen 
Physicians 
Lawyers 
Dentists 
Certified Public 
Accountants 
1,850,000 
200,000 
1,000,000 
250,000 
550,000 
300,000 
275,00C> 
275,000 
100,000 
80,000 
b 
Related Organization(s) 
. c National Education Association 
Amer. Feder4tion of Teachers 
Amer. Associ.ation of Univer-
sity Professors 
Amer. Institute of Electrical 
and Electronic l!:ngineersd 
A.mer. Society of Mechanical· 
Engtneersd 
Amer. Society of Civil 
Engineersd 
Amer. Institute of Aeronautics 
and Astronauticsd 
Amer. Institute of Chemical 
Engineers<l" 
National Society ·of Profession .. 
al Engineersd 
American Nursing Association 
No relevant organization 
American Medical Association 
American Bar Association 
American Dental Association 
American Institute of Certi• 
f ied Public Accountants 
c Membership 
813,000 
100,000 
62,000 
156,500. 
59,500 
49,000 
36,000 
22,000. 
60,000 
110.000 
176,000 
115,000 
100,000 
48,000 
a U.S. Department of Labor, Bureau of Labor Statistics, Occupational Outlook 
Handbook, 1966-67 Edition, Bulletin No. 1450, pp. 23, 72. 
b 
c 
d 
Frederick G. Ruffner,' Jr., R. C. Thomas, Ann Underwood, and H. C. Young 
(eds}, Encyclopedia of Associations~ Vol. 1 (Detroit Gale Research Company, 
1964). 
NEA membership includes elementary and secondary'schoolteachers, college 
and university professors9'administrators, principals, counselors, and 
others interested in education. Bulk of membership canposed of elementary 
and secondary teachers and administrators. 
Membership includes students. 
WHERE WE STAND TODAY IN AGRICULTURAL BARGAINING LEGISLATION 
Glen Wagner 
Attorney 
Ohio Milk Producers Federation 
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The proposed Mondale Bill, according to my information, has three titles, 
one of which is now Law, and which we will talk about later. The second part 
of my remarks will concern the Agricultural FairTt"ade Practices Law. Title 
I of the Mondale Bill, I understand,. was drafted by the Farmers Union and 
their legal counsel, Mr. Brannan, who was a Secretary of Agriculture himself. 
Title II has to do with the Marketing Agreement Act, and this title would 
amend that Act to provide for certain additional activities. The Mondale 
Bill was then put together.by the.Secretary of Agriculture, and both the 
Secretary and Senator Mondale did not push it as their bill. 
Senator Mondale is not necessarily supporting all parts of the.proposal, 
but it was drafted in an att;empt to focus attention on bargaining by various 
connnodity groups. It did have some hearings, which did not develop any great 
controversy. As I understand it, the Farmers Union was the most outspoken 
for adopting it, while other organizations· do not endorse it but reserve 
their positions on several items. 
Title I is pretty much new ground and sets up a National Agricultural 
Marketing Board. This is the board that would decide after a petition had 
been filed or when action had to be taken in a particular commodity. Pre-
sumably, the Secretary of Agriculture wPUld take the·petition of producers to 
the Board and they would find for or against it. 
Action taken wo\lld tend to be in the direction of a referendum among the 
growers to see whether or not they wanted a marketing committee to nego.tiate 
the price in terms of sale. Presumably, if the vote was favorable, there 
would then be a marketing connnittee established. ·Criticism of this particular 
Title revolved mainly around who was to be on this connnittee, and what action 
would be taken against the non-cooperator. I unders~and, for instance, that 
the American Farm Bureau testified against it and raised the question about 
this coercion of the non-cooperator. The sense of Title I was that you would 
cover the connnodity in the same way that a minimum milk price covers all the 
milk in a market. 
There is some.feeling that the ASCS Connnittee could act as the connnittee 
on a given connnodity, or at. le,st have a hand in the nominations or the initial 
-stages of it. I think it would be helpful if I read you some comments made by 
the Nation.al Milk Producers on, the Mondale Bill in their testimony. They stated 
that any bargaining for dairy farmers under the Marketing Agreement Act of 1937 
should be through producer owned cooperative marketing associations. Although 
the Federation has reservations about the provisions of the Mondale Bill, and 
did not initiate the proposal, they do believe that if the Marketing Agreement . 
Act is amended to improve the bargaining position of farmers, tht! amendment 
should give authorization for qualified cooperative associations. or federations 
of qualified cooperatives, representing more than half of the dairy farmers 
~ ,' ' 
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supplying the market, to be certified by the Secretary to represent and perform 
marketing services on behalf of all producers supplying the market with milk. 
The cooperative association or federation of cooperatives would.then perform 
these services instead of the connnittee specified in the bill, including bar-
gaining for price and other terms of sale. 
"We would suggest, however, that any qualified bargaining cooperative 
association so certified should be required to of fer proportionate representa-
tion for other qualified associations or federations who.desire to participate. 
As regards Title I of this bill, we suggest that it not be made applicable to 
milk. Title I would make it very difficult for the milk associations to market 
on behalf of their members and to represent their dairy farmer members in bar-
gaining for price and other terms of sale." 
I think the implication here is that if Title I was in effect and the connnit-
tee took over, the cooperative association would have lost the authority it has 
under its contract with the producer. Title I also raises a serious question as 
to the continued operation of the milk marketing order program, and of the price 
support program authorized by the Agricultural Act of 1949. 
Title II, the extension of Federal orders, appears to be an alternate to 
Title I rather than a supplement and appears to regulate the same comnodities. 
From the viewpoint of dairymen, the use of marketing orders has been highly 
successful, even though the Act should be amended to improve its effectiveness. 
If Title II is enacted to afford additional commodities.the:benefit of market-
ing orders, we would reconmend that the provisions relating to milk not be 
changed to such an extent that elected committees of producer representatives 
would replace the cooperative associations of dairymen now performing that 
funct"ion. The use of elected committees independent of the cooperative already 
marketing milk would seriously hamper the cooperatives and impede their success. 
Now the third part of that bill has been split off and become the law 
known as the Agricultural Fair Trade Practices bill. This. is the bill that 
some of you ·in Ohio will remember has some similarity to the rather weak one 
known as Senate Bill 60. In effect, a processor dealing with producers and 
buying a commodity such as milk or fruits or crops is prohibited fr()D_l engaging 
in what are known as unfair trade practices, such as telling the producer that 
he cannot belong to a cooperative association. However, the interesting thing 
about the present statute is the provision which states· that the individual 
contract between the processor and the producer is protected or recognized, 
and is also subject to protection against any breach or coercion or intimida-
tion between the processor and the producer. California has had a law for 
some time in that .regard, and I understand that it has been fairly ·Successful 
and has helped protect several commodity groups fr.om discrimination. Recently 
the Farm Cooperative Service in the Department of Agriculture was designated 
as the agency to administer the new law. 
The crucial question as to what would happen in the case of the independ-
ent contract has not been decided, and I think we might profitably discuss that 
a minute or two. It appears that a milk .dealer or company can have a contract 
with an individual dairy farmer, which would have a stated period of time to 
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require the dealer to buy the milk a·t a certain price and ·require the farmer to 
ship the milk for a certain time and otherwise make his milk ayailable. The 
question that I think will come up is similar to the case we had in Eastern Ohio 
with the Lawson Milk Company. Assume that the producer and the cooperative asso-
ciation that he wants to join recogn.ize the legaility of the so-called Jellow 
Dog Contract between the farmer and the plant and the producer legally cancels 
that contract and indicates that as soon as that contract is legally cancelled, 
he is then going to become ·a member of the.cooperative association. What.happens 
if the handler then states he is not. going to buy the farmer's milk and doesn't 
say the reason is because he joined a co-op? Now the question comes up, what 
if the handler consistently engaged in this practice and it can be shown that· 
he refuses to do.business with any farmer who is a member of a cooperative. ·Is 
this a violation of the newFederal statute? I think this is the kind of case 
that will be;presented sometime and the decision which will have to be made as 
to the extent that the individual contract between the processor and the producer 
is protected by this new statute. 
Of course, we could have legislation that .wou~d go farther than at iresent, 
but it's obvious the inclusion of that dealer-producer contract in the statute 
weakened the bill to that extent • 
. The parallel in labor comes to mind. It is an unfair labor practice not 
to deal with employees who are members of a union. In other words, you have 
a duty to deal wit:h them andt of course, you al.so are prevented from any.inter-
ference in.union activity. Now I think that to some extent this Agricultural 
Fair Trade Practice bill has that provision in it. I think it says the handler 
is prohibited from interfering .with cooperative associa,tion activity. In other 
words, if producers •nt to organize, they can; but: I think at the same time 
this bill gives some status to an individual producer-dealer contract that it 
would not otherwise have. 
Now, another mention of a bill that is not getting .any attention but used 
to some six to eight years ago, and that is the old Aiken Bargaining Bill, re-
stricted entirely to milk. It merely makes clear there.is no violation of the 
anti-trust-laws if producers or groups of producers from cooperatives bargain 
with handlers or groups of handlers for the terms of sale of their milk. There 
has been some evidence that the Justice·Department looks on any market .wide 
bargaining between any group of handlers and a group of producers as a violation 
of the anti-trust law, notably in the early Maryland-Virginia cases. The Justice 
Department did raise the very.question that: the Maryland-Virginia co-op •s- bar-
gaining with all the Washington, D.C. processors, but the result of that case, 
was th.at the court finally held that. the Maryland and Virginia co•ops :had never 
really established or agreed on a price, that .there was no agreement, and, there-
fore, the Justice Department's case on that point was not success:(ul. This :mi.ght 
indicate that there is a need for that type of bill. 
Frankly, with the approval·t:hat the Secretary of Agriculture, and to some 
extent the Justice Department and the Federal Trade Commission, have given to 
some of this type of bargaining that has taken place in the milk market, I. 
wouldn't think this is the problem that it used to be .• 
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· Now a third comment on where we stand on bargaining and that. i~ with refer-
ence to the Marketing Agreement Act. I think it is fair to say that when members 
pay all the bills or undergo all the burdens and expenses, a.rid as a result ·non-
members net more.money, that obviously member"s bargaining ability is hindered• 
Therefore, legislative proposals have been made to provide that advertising and 
promotion and certain services provided by co-ops in a market be.taken out of 
the pool prior to the announcement of the price. In other words; all producers 
would share these deductions, and any legislation of this· type that was approved 
would help the cooperatives in bargaining~ On the other hand, I think that we 
have to point out that we have possibilities in fr.ont of us right now which· we 
probably are not taking advantage of. · The facts are that ·we .. know some areas of 
the country are getting together. We have our own Great Lakes·Federation in this 
area, and it is proceeding to be more effective in: the market. In other words, 
there is no need here for additional legislation. U: boils down to the willing-
ness on the part of the organized producers to either federate or merge to take . 
care of their problems in a market. 
The Federal Trade COmlllission has just issued an advisory opinion on the 
formation of three agricultural cooperatives into a.non•profit market associ• 
ation. The opinion of the Federal Trade Commission ·pointed out that the purpose 
of the Capper-Volstead Act is to permit persons engaged in agricultural pursuits 
to associate in the collective marketing of their products. Under its provisions, 
cooperatfve associations may make contracts or agreements as will.effect such 
purpose and may have marketing agents in common. The Act has been construed as 
a grant of innnunity from the anti-trust laws inso:fiar as collaboration among mem-
bers of the cooperative association are concerned. This innnunity ends at the 
point where they act by themselves or with other persons not in this category 
to restrain trade, or otherwise eliminate competition at successive stages in 
the marketing process. The opinion further advised that· the Commission had con ... 
sidered the proposal and was of the opinion that formation of the proposed mar-
keting association by the three cooperatives would not result in violation of 
Commission statutes if implemented in the manner outlined. 
The Commission cautioned, however, that the opinion was limited .to the 
formation-of the proposed association only and was not to be construed as 
approval for any practice Which may be predatory, or which may result in un-
lawful monopolization, or restrain commerce to the extent that prices are un-
duly enhanced thereby. 
The-FTC also stated that this opinion did not sanction conspiracy or com-
binations between this organization and persons not in this category. I would 
say that this opinion is somewhat favorable in that it highlights the ability 
and.the authority for co-ops to combine now in federations-or mergers as.long 
as they all have producer status. I would be very interested now to know Who 
asked for that opinion and from whence that came. It doesn't mention the commod-
ity so it would be very difficult to find· out·unless we made inquiries to see 
what the facts were. 
One other final comment on Where we stand. I understand that the Senate 
and House have agreed on extension of the Agricultural·Act for one more year 
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but have not included the provisions which had to do with the Class I Base Plan 
or the changes regarding deductions for advertising. 
If the Class I Base provisions of the Marketing Act were to be amended, I 
would expect that many more markets _would be interested in the Class I Base Plan 
because the amendments we drafted and proposed would give much more flexibility, 
and it seems to me, equity, in a milk market establishing the Class I Base. Class 
I Base gives the producer a property right and a share of the market, and, there-
fore, is attracti_ve to many producers and locks in a share ,of the mart,t to each 
producer supplying that particular market. 
These pro~isions WOllld obviously tend to give '!Dore bargaining power to the 
association representing producers who .supply handlers in such a market. · There 
have been a couple of instances recently where producer associations ha_ve estab-
lished a Class I Base Plan without the Federal order, wherein the association 
itself announces a plan under which it will distribute the meney in the pool. 
Of cour:se ,_ those have been in existence . in t.imes pas_t without Federal order. 
Michigan had a.base plan long before they had a Federal order. 
I think _what. I have said on the big question -- are we on the verge of · 
having a bill which would certify a commodity group or a co-op as the agent for 
all producers under Federal statute, is that I don't think so. On the other 
hand, we are going quite rapidly in the direction, where the. organized pro-
ducers, who wish in the 1'lilk field to .exert. themselves through the c.o•op, can 
do so. The recent passage of the AgricultuJ;'al Fair.Trade practices bill will 
further help the organized co-ops against s~ acts of. discrimination by the 
buyer. Therefore, I .. think we can. ask ourselves which one of these pleasant 
things that we have now can we use to. greater advantage than we have in the 
past. 
IS NATIONAL DAIRY POLICY STRANGLING OUR COMMERCIAL MILK MARKET? 
Robert E. Jacobson 
Professor 
Department of Agricultural Ec·onomiCs 
and Rural Sociology 
The Ohio State University 
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The question of whether or not national dairy policy is strangling our 
commercial milk market is relevant on two counts;' First, the.cortmercial milk• 
market, which has been declining on a per capita basis for many years, has 
dropped off substantially on an aggregate basts for the last couple of years. 
Second, the purchase program utilized to implement dairy price supports has 
a direct and substantial effect on the price of all dairy products. 
Before we get into some of the details of our· dairy price policy, I 
believe that the topic is of sufficient pri:Ority to evaluate the dairy support 
program in the context of our entire decision .. making process. As· a preface· · 
to such evaluation, Section 201 (c) of Title II of the Agricultural Act of 
1949 bears· repeating. This section,· which is the Dairy Price Support Act, 
reads as follows: 
"The price of whole milk,· butterfat, and the products of such comrilod-
it ies, respectively,. shall be supported at such level not in· excess of 90 
per centum nor less than 75 per centumof the parity price therefore as the 
Secretary determines necessary in order to assure an adequate supply" • • . • 
Two or three recent writings are particularly interesting as we evaluate 
the dairy support program in relation to public decision-making processes. 
As we review these writings, let us keep in mind the stated purposes of the 
Agricultural Act of 1949 as they have stood for two decades. 
Two of the specific writings I have in mind relate directly to this 
country's decisions ·in foreign policy but have a direct parallel to our com-
parable challenges in agricultural policy. The first quote is taken from 
George Kennan's recently published memoirs. 11 
"On many occasions, •••.• I have been struck by the congenital aver-
sion of Americans to taking specific decisions on specific problems, and by 
their persistent urge to seek universal formulae or doctrines in which to 
clothe and justify particular actions. We obviously dislike to discriminate. 
We like to find some general governing norm to which, in each instance, appeal 
can be taken, so that individual decis.ions may be made not on their particular 
merits but automatically, depending on whether the circumstances do or do not 
seem to fit the norm. We like, by the same token, to attribute a universal 
significance to decisions we have already found it necessary, for limited and 
11 Kennan, George F., Memoirs, 1925-1950, Little, Brown and Company, 1967, 
pp. 322-324. 
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parochial reasons, to take • • • • Whatever the origins of thi.s tendency, it 
is an unfortunate one. It confuses public understanding of • • • • issues more 
than it clarifies it. It shackles and distorts the process of decision-taking. 
It causes questions to be decided on the basis of critefia only partially rele-
vant or not relevant at all. It tends to exclude at many points the discrimin-
ation. of judgment and the prudence of language requisite to the successful con-
duct of the affai~s of a great power." · 
As we digest the implications of this type of an indictment of the public 
decis.ion process and. relate it to dairy policy, let us consider a second re-
cently published statement which also critically analyzes.our decision-making 
in the public sector. Again, the parallel between foreign policy and agri-
cultural (dairy) policy is_ to be noted. Mr. Vermont Royster, Editor of the 
Wall Street Journal, provides us with this critique. '}./ 
''With but rare exceptions we always seemed to be calculating the short-
. . 
term consequences of each alternative at every step of the process,. but 
not the long:-term consequences." · 
. . . 
The remark is one of Bill Moyers', lately staff assistant and press 
secretary to President Johnson, explaining in an Atlantic Monthly inter-
view how the United States came to its present entanglement in Vietnam. 
''With each succeeding short-range consequence," he says, "we became more 
deeply a prisoner of. the process."··. . • • • • · · 
. . ' 
"Over the years," Mr. Moyers coiitinues, '!'in small .but steady increments, 
decisions were made and policies formulated which were eventually almost 
certain to present some President with the ultimate decision: ••• " 
What Mr. Moyers offers is a ·~omm.entary on the decision-making process. 
It i.s that past choices., however unseen by the policy makers at the 
moment, can progressively narrow later choices so that it becomes 
progressively more difficult for later decision-makers to reverse 
direction. · 
As a description of how we came to be mired in.Vietnam, Mr. Moyers 
probably tells it as it was; at least it accords with the history of 
that unhappy adventure~ It therefQ1'.'e •u~gests some sympathy for Pres-
ident Johnson, or any President for that matter, who must wrestle-with 
accumulated mistakes. But as a connnentary on how decisions are made 
in the highest places it is shocking. 
Shocking, but almost surely true. For ff you will reflect for a moment 
on our manifold ruttional problems~political, economic or social••it will 
occur to you that in almost every_ case the present dimensions are en-
larged by casual decisions made long ago with.little effort to look 
beyond the day's necessities ••••• 
All this may be both human and understandable; few of us in our private 
lives always weigh the long-range consequences of what we want to do 
today. It is certainly a conmon proclivity of governments, especially 
those who know their term of office is not perpetual. One part of the 
!I The Wall Street Journal, July 2, 1968, p. 14. 
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politician's art is to postpone problems until someone else has to deal 
with them. 
Yet that makes this method of decision on great questions no less terrible, 
or Mr. Moyers' indictment no less shocking. At home we face nameless ca-
lamities and abroad young men are dying, and now we are told that none of 
this was intended. It was just that no one bothered to look where we were 
going. 
With the best will in the world men cannot anticipate very consequence of 
their actions; statesmen, like the rest of us, deserve some charity for 
their mistakes. The shock is less in the mistaken judgments than in the 
confession that on some past morrow men made such judgments with no thought 
of tomorrow. 
As a final preliminary comment on dairy policy and the decision process, 
let us look to a recent statement by Geoffrey Shepherd which challenges the very 
problem definition we concern ourselves with. He writes as follows: 3/ "The 
original diagnosis of the farm problem as a price problem, leading to-an in-
correct prescription, is in fact making the patient worse. It is impeding rather 
than promoting the adjustments needed to cure the actual disease. The price 
support programs are like cough syrups prescribed for a cough that is caused by 
tuberculosis rather than by a simple ce>ld. They.temporarily relieve the symptoms, 
but in this case they actually make the patient worse instead of better. They 
not only leave the real disease untreated; they accelerate its develoJ>lllent." 
With this kind of a preamble, and hoping that it has challenged some of 
the inertia of our thinking with respect to the infallibility of the dairy 
support program, let us get into the direct substance of this discussion. In 
doing this, let us recall that through the Agricultural Act of 1949, the dairy 
price policy of this society is set forth, and three problems are implied. · The 
problems implied in Section 201 (c) include price (instability), income (with 
price used to correct income), and adequacy of supply. The first question con-
fronting us then is -- Are these the basic priority problems in the dairy in-
dustry today? By way of saying no,, let me cite the following facts currently 
relevant to our dairy price policy. 
In March of this year (1968), Secretary Freeman implemented dairy supports 
for the 1968-69 marketing year by raising the support level 28 cents' to $4.28 
per cwt. -- or 89.4 percent of parity. Most people in the producer end of the 
dairy industry viewed this as a victory for their continuing influence. But 
in this process, the Secretary made his decision in the face of the following 
facts: 
L U .s. milk production decreased from 119. 9 billion pounds in 1966 
to 119.3 billion pounds in 1967. 
'J../ Shepherd, Geoffrey S~, Farm Policy: New Directions» Iowa State University 
Press, 1964, pp. 34-35! 
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2. The quantity of milk marketed. off farms decreased from 114.4 billion 
pounds in 1966 to 114.1 billion pqunds in 1967. · · 
3. The "all milk wholesale" price increased from $4.09 in 1965 to $4.65 
in 1966 to·$4.86 in 1967. 
· 4. Commercial milk sales decreased from il5.~6 ·billion pounds in 1966' t.o 
110.8 billion pounds in 1967. 
5. Price support purchases increased from 0.6 billion pounds milk equiv• 
alent in 1966 to 7.4 billion pounds in 1967. 
6. Cash receipts from milk sales increased from $5,037 million in 196'5 
to $5,532 million in 1966 to $5,770 million in 1967. 
7. Per capita consumption from commercial sources declined from 561 
pounds in 1966 to 533 pounds in 1967. 
As we t_hink about these several facts, I believe We have cause to wonder 
whether price, income, and supply are the critical problems as compared to the 
increasingly depressing conmercial demand situation confronting us. And if we 
accept the pr~ise that price is the.pl'.imary:factc;>r affecting ch•rtges in demand, 
and that. t;he daicy price. support progr~"1 ~as a ,dire.ct. and major. effect on dairy 
prices, then we must recognize that ~i,e· support program must i.ndeed be severely. 
damaging the commercial milk market. ··Let us direct some detailed attention to 
the support program then, and see where these prices which apparently affect 
demand come from. Where does the current $4.28 support price come from? The 
following four step procedure indicates the calculations used for establishing 
the support price for manufacturing grade milk testing at the national average 
butterfat test. 
(1) $4.33 (1958-67 average farm milk price) ! 250 (1958-67 index of 
·prices received) • $1.73 (adjusted tiase price) 
(2) $1.73 x 350 (current index of prices paid)= $6.06 (parity price 
for all milk wholesale) 
mfg. milk price 
(3) $6.06 x 79 pct. (ratio of all milk wholesale = $4.79 (parity 
price equivalent for manufacturing milk) 
(4) $4.79 x 89.4 pct. of parity• $4.28 (support price for mfg. milk) 
This type of determination has been made over the 20 year history of the 
Agricultural Act of 1949, and the support price has been effectively implemented 
by the substantial acquisition of dairy products by the Commodity Credit Corpor-
ation. The quantiti,es. removed from the market in the la.st 8 marketing years 
are indicated in Table L · 
Mar~eting. 
Year 
1960-61 
1961-62 
1962-63 
1963-64 
1964-65 
1965-66 
1966-67 
1967-68 
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TABLE L' CCC Purchase's of Dairf Product's, 
196o.:i968 , .· · 
;'i 
Milk Equivalent . 
Purchased · · 
3.3 bil. lbs.· :I, 
' 
11.2 
a.a r~ " 
7.5 
8.2. <·._, 
2.9 
2.7 
1·~0 
" 
•" 
Amount ~emoved as Percent 
of Total Marketings 
Milkfat Solids-not-fat 
3.0. pct. 8;6 pct. 
9.5 13.3 
1 •. 5 13.2 
6.4 11.9 
6.9 12.2 
2.6 8.7 
2.5 4.3 
6.2 6.'9 
. With.out att'empting to esti.1111 te the. specific ef fee ts on price of t:be ·dairy 
support program,' we <:an i'ilusttate the\approximate effects on price, ·demand, 
and. supply in a simple 'supply.;dema~d ·~fagr~ni. · .. · · . 
. • , . . , . , , ~ r:· . . 
Price 
Support 
Price 
$4.28 
Free Mar 
ket Pric 
$3.50 
0 
s 
Demand 
uo 
Bil. lbs. 
/ 
. S\lpply ·· 
.,:·.' 
. ' ..... ~ ~ 
Demand curve with support program 
·D 
Quantity 
120 
Bil. lbs. 
'\commercial demand at free market price 
Commercial demand at this point with support program 
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As the diagram attempts to indicate,_ the manufacturing milk price without 
a support program might find its level at around $3.50 per cwt. At th~s price, 
the commercial market might absorb 120 billion pounds of milk. · However, with·, · 
the support program establishing prices at $4.28 through the purchasing program · 
(which makes the demand curve perfectly elastic at the support level), the price 
ef feet on demand might reduce commercial demand from 120 billion pounds d_own to 
110 billion pounds. It is this type of price effect which I think we must get 
concerned with in the weakening demand situation. · 
While the support program is implemented through the purchase of butter, 
cheese, and nonfat dry milk, we know that the effects, including price, extend 
to the fluid milk markets with which we are primarily concerned. This is so 
because the respective values of butterfat and skimmilk in fluid milk are de-
termined directly by.the Chicago 92 score butter price, which has been deter-
mined almost wholly in recent year·s on t:he sup.,ort price for butter. · 
For example, the butterfat differential in Class I milk in the Federal 
order markets in Ohio is calculated at 12 percent of the Chicago butter price. 
Once the butterfat differential is determined, andi:the Class I price has been 
established, the values of butterfat and skimmilk are automatically defined. 
Our August announcements for the Columbus market showed a $6.25 Class I price 
and an 8 cent butterfat differential, which automatically priced butterfat at 
83.45 cents per pound and sk*mmilk at J;.45 cents per pound. So, the butterfat 
differential which is a function of tne Chicago butter price, which is a func• 
tion of the U.S. support price, actually determines the values of butterfat, 
and thus of skiumilk, in Class I milk. 
This situation hits us pretty directly when_we talk about substitutes· 
and their effect on demand. 
Let me attempt to illustrate. For vegetable oils, the supply•demand 
pricing we see there can be accepted as a reflection of production costs and 
market valties. But for butterfat, thestciry is substantially different. The 
values of butterfat used in Class I milk in <>ul!' fluid milk markets are almost 
universally a function of the 92 score wholesale butter price at Chicago. The 
Chicago butter price, in turn, for the past two decades, has been almost com-
pletely .determined by the butter prices established under the u.s.; dairy support 
program. For example, in 1967 1 the Commodity Credit Corporation purchased 259 
million pounds of butter, or 21 percent of all of the butter manufactured in 
the u.s. last year. The market price and the support price were, therefore, 
essentially identical. The question that l>te as a dairy industry must increas-
ingly concern ourselves with, then, is whether we can afford to accept values 
for butterfat, and in turn skinunil}t, wbieh are based upon a support program 
pursuing price•income objectives, bµt Which are unrelated to actual market 
values for the butterfat and skimmilk, or solids-not-fat. I think that this 
question gets at the core of our total demand problem and at the substitution 
problem. ·· 
As indicated previously, the support program is implemented by buying 
butter, cheese, and powder. Current purchase prices for these products are 
butter, 67.\; cents per pound; cheese,-47.0 cents per pound; and nonfat dry 
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milk, 23.1 cents per poundo The question we are pointing to here as we continue 
to review the effects of the support price on demand is how is the $4.28 support 
price for producer milk translated into these purchase prices. The procedure 
for cheese, using approximate values, is as follows: 
(1) $4.28 support price 
plus 
.70 (marketing margin per cwt. of milk for cheddar cheese) 
$4.98 
(2) $4. 98' 
minus 
.15 (whey fat value/cwt .• of milk) 
$4.83 
(3) $4.83 ~ 10.3 (cheese yield/cwt. of milk) 
= 47 cents (purchase price for cheese) 
Comparable procedures are used for establishing the purchase prices for 
butter and powder. 
As we gain an understanding of the impact of the support program on milk 
prices, it is desirable to review the demand situation in some detail to see 
why we should be concerned about what form the .. dairy program takes. 
On a per capita basis, the connnercial demand for dairy products dropped 
from 731 pounds milk equivalent in 1950 to 566 pounds in 1967--a decrease of 
22.5 percent. While various individual dairy products, including low fat milk, 
cheese, ice milk, and nonfat dry milk have shown remarkable growth during this 
period, the net effect of market trends for all products reflects a suqstantial 
weakening of demand. Per capita consumption of butterfat dropped from 2.9 .3 
pounds in 1950 to 21.5 pounds in 1.967"'."-minus 27 percent. Pe.r capita consumption 
of milk solids-not-fat dropped from 43.6 pounds to 39.8 pounds during the same 
period--minus 8.7.percent. 
While substitution is a major factor in this less than desirable.demand 
picture, it is not the sole factor. Direct price effects as well as cross 
price effects have been involved. Also, nutritional considerations and other 
less well defined aspects of .our society's changing tastes and preferences 
have been influential~ 
What has been the specific impact of substitutes? In 1950, butter, the 
No. 2 user of milkfat, accounted for 60 percent of the spread market. In 1967, 
margarine accounted for 68 percent of the spread market. Pe.r capita consumption 
of butter trailed margarine by 5.0 pounds to 10.5 pounds last year. And at the 
same time, per capita consumption of all food fats hit a record high of 48.7 
pounds in 1967. 
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In the Class I pricing catego·ry, cream has been particularly wlnerable 
to substitution. Per capita cream consumption dropped fram 11.1 pounds in 
1950 to 6.8 pounds in 1967..:.ominus 39percent. It has recently been estimated 
that non•dairy whipped toppings now account for 80 percent of the whipping 
cream market 9 and non..,dairy coffee whiteners are now accounting for 35 per;.. 
cent of the coffee cream market. 
The manufacture and sale of mellorine in fourteen states adds another 
dimension to this substitution phenomenon. 
And now th~ fluid milk market··a 60 billion pound annual market--
SO percent of U.S. milk utilization ... -seems to be fair game for substitution. 
In June of this year, 72 hattdlers in 27 F·ederal order markets sold 4.6 million 
pounds of filled milk•-about 0.4 percent of Class·! sales in those markets. 
At the same time, synthetic milks were being sold in ten markets by 15 handlers. 
In the Central Arizona market, filled milk sales were recently reported 
at nearly 10 percent 1 of all Class r sales, while i'n Hawaii, imitation milks 
were recently reported to account for 20.4 percent of Class I sales. 
And the list grows.. 11- recent publication of a v~getable oil company ad .. 
vanced formulas for thirteen imitation dairyproducts•-from sour dressings 
through egg nog drinks. 
So I think we can finally agree that the dairy price support program 
affects milk prices, and that a program that affects price affects demand. 
Demand is usually agreed to be a £Unction of price, income, prices of sub-
stitutes; tastes and preferences~. advertising, and less definable variables. 
Price is probably the key variable here, and it, is also probably more vulner-
able to adjustment or influence by the dairy industry than any of the other · 
variables. So if·we are really concerned about demand, and.since the support 
program obviously a£:fects demand through pri.ce, and since the support program 
can be changed through education and legislation to meet this problem, what 
are the alternatives we can turn to which will serve our price-income ob-
jectives without aggravating the demand problem? 
Since I obviously have a suggestion to advance on this, we need not spend 
time on many alternatives other than to say that there are enough possibilities 
to go on designing them indefinitely. However, we might say that it is point 0 
less to talk ablut mandatory or voluntary base programs in this problem con-
text because base programs are not going to let prices find their market levels, 
and therefore demand would continue to be eroded. And as for the free market, 
such an arrangement without compensatory income arrangements is strictly aca-
demic. Could the dairy industry stand the shock--a't least in the short run? 
And so we turn to direct payments. I just want to suggest a couple of 
options about direct _payments. Of course, the direct payments program implies 
that the market price is going to find its own level. And if the market price 
finds its own level, we would see a significant demand response. And if this 
is important to you, then I think this thing is worth looking into. Shepherd 
suggests a couple of differnet ways that it can be approached.!!;/ One is the 
4/ . 
- Shepherd, G.S.~ op. cit •. ,. p. 159-172e 
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direct connnodity payment where price standards would be announced as an income 
goal. Then let's say that for the year the prfce averaged 50¢ under that, e.g., 
a market price of $3.80 vs. an announced goal of $4.30, Every farmer would then 
receive a 50 cent direct payment per cwt. Now this can get pretty costly. At 
50 cents/cwt. on ll5 billion pounds of milk sold, it runs somewhere over $500 
million. But our current purchase program in s01I1e years has run over $600 mil-
lion. If this payment happened to get up above $500 million by any significant 
amount you might as well forget it, because the Federal budget probably isn't 
going to begin to stand the kind of stresses that are implied there. But it 
does get at market pricing. The direct payment program on a connnodity payment 
basis could also b~ operated in terms of processors similar to the program in 
Canada where, essentially, for every one pound of butter that a processor 
turned out, he received a 12 cent subsidy from the government. This recog-
nized the fact that the price could be passed on back to the dairy farmers. 
And the lower consumer price it brought about was a factor in relieving the 
demand situation. 
The second option in direct payments is that of the direct income payment. 
By this method, as an example, the dairy farmer's income goal could be set ' 
at not less than his recent five year average income. Suppose a producer aver-
aged $10,000 annual income in the 1964-1968 period, and then, no longer having 
a dairy price support program, his 1969 income dropped to $9,000. The plan 
would provide him with a direct income payment amounting to the $1,000 differ-
ence. 
Again, of course, the market price finds its own level and we see the 
demand response that may be very fundamental to the dairy industry in the 
·next 10 years and in the next 20 years. I think that these kind of things 
are worth thinking about and worth talking about so that we don't on a day-
to-day, and month-to-month, and year-to-year basis lock ourselves into a 
situation that we're going to find completely inescapable in a few years. 
CURRENT STATUS OF STANDBY POOL 
Walter W•jse 
Economl&t 
Twin City Milk ?roducers Association 
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First of ~11. I want to thank you .for the invitation to appear on your pro-
gram here this afternoon. I think lt is good that we occ.isionally have people 
frona outside our home territory to come in and discuss problems and opportunities 
for the dairy farmer. I think in this manner we may get fresh ·ideas or new 
slant$ on the issues. at hand which we may not get in our day to day conversations 
with people in our home territory. 
I also want .to cOlllDend the dairymen in thh state for holding this joint 
seminar with the 1''arna Burellu Federation. I think this gives our farm organiza-
tions an opportunity to "check signals" with the leaders of dairy cooperatives 
so that we can make uniform approaches to our problems as we go down the road 
seeking to improve the economic position of dairy farme~s. · 
'lbe subject wfl,ich I have been asked to discuss wi.th you· today is "lb!. 
Current Status of the·Standby Pool. 11 
I think bef~re I get into the current status of the Standby Pool, it is 
important to briefly review the situati°" which led to the origin of the Stand-
by Pool. 
Historically, during the short•supply season each year, 1Qllrkets in the 
South and other parts of the country have called upon substantial unregulated 
supplies of Grade A milk in Minnesota, Wisconsin, and Iowa to "tide ,them over" 
until their local product.ion was again sufficient to meet their local market 
needs. In the past, those markets assumed no further res·ponsibility for these 
unregulated supplies of Grade A milk until they needed milk in the next short 
season. This G1:ade A milk in Minnesota, Wisconsin, and Iowa served as a. re• 
serve s1,1pply for those markets when needed b~t was a surplus supply of Grade 
A milk which had a depressing effect on the level of negotiated Class I prices 
in Midwes.t markets •• Chicago, 1,>lilwaukee, Minneapolis-St •. Paul -- during the 
balance of the year. Since there is a need for price ali.gnuaent among regulated 
markets, a lower price in Midwest markets. can result in lower levels of Class 
I prices in most other markets across.the country. 
Sc:J, as a good example· of what cooperatives can do by working together, 
Associated Dairymen, Inc. members acted on their own .ind put the Reserve.Standby 
Pool Plan into. effect September 1, 1967. · 
'lbe objective of the Standby Pool is to ,create a climate for the orderly 
marketing of Class I milk in deficit areas. These areas are assured of an 
ample supply of fluid milk and the Midwest producers are assured of sharing 
in Class I markets. 
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The economic Justification for the Standby Pool is based on the belief that 
systematic scheduling of milk shipments into deficit areas will add to efficiencies 
and at the same time reserve plants can better plan and execute their manufacturing 
operations. 
Associated Dairymen member cooperatives agreed to pay into a fund as much as 
five cents per hundredweight on their Class I sales. There are other cooperatives 
who are not members of Associated but who are financially supporting the Reserve 
Standby Pool. Cooperatives paying into the fund are called contributing plants 
and collectively represent approximately 700 million pounds of Class I sales each 
month in Federal Order regulated markets. 
Although the contributing plants have agreed to pay as much as five cents 
per hundredweight on Class I sales, so far a contribution of two cents per hundred-
weight has been adequate to carry present reserve supplies. The fund pays to each 
Reserve Standby Pool plant so much per hundredweight on all their Grade A producer 
receipts. The Reserve Standby plant, in turn, agrees to hold all its Grade A 
milk "on call" as a reserve supply for Associated Dairymen, Inc. In this way, the 
reserve pool milk shares, to some degree, in all Class I sales in all markets rep-
resented by Associated Dairymen. ,In turn, these markets are assured of a depend-
able, year-around reserve supply of Grade A milk. Approximately 70 million pounds 
of Grade A milk per month is carried in reserve plants. These plants are required 
to meet essentially the same Grade A standards as plants which are shipping to 
regulated markets. 
The plan has been operating as well or better than expected, but the Reserve 
Pool hasn't, by any means, solved all problems. There are some cooperatives selling 
into Federal Order markets who are reaping the benefit of higher Class prices, but 
as yet have not agreed to, contribute to the support of the Reserve supplies. 
One of the problems encountered has been the rate of payment to the Standby 
plants. The plan originally called for payments which would permit the Standby 
plants to pay somewhat comparable prices to their producers as those being paid 
to producers shipping to a regulated market. A schedule was set up whereby the 
Standby plants would receive 20 cents per hundredweight for eight months out of 
the year and 10 cents per hundredweight during four months. Shortly after the 
plan was put into operation, it was discovered that this type of reserve payment 
schedule was resulting in misalignment of producer prices because of the greater 
fluctuation bf the uniform blend prices in Federal Order markets surrounding the 
Standby plants. The schedule of payments was then changed to a formula system 
taking into account the blend price received by producers shipping to a regulated 
market and the level of the Minnesota-Wisconsin manufacturing price series. 
Another problem which exists to some extent is that the Standby plants 
are located in a wide geographic area in.Minnesota and Wisconsin. Historically, 
these plants have had varying levels of producer prices depending upon their in· 
dividual operations and types of markets which they had access to. Yet, the 
Standby plan provides for·uniform payments to all the pt.ants. Perhaps in the 
future this can be changed by some type of zoning·arrangement taking into consid· 
eration the location of the plants involved and their historic level of producer 
prices. 
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So, basically, this is a brief rundown on how the Standby Pool operates . 
and its current status. 
I think it might be well to take a few minutes to look at what the future 
might be for the. Standby Pool. 
Hopefully, in the near future the Standby Pool will be operated under 
the Marketing Agreement Act, similar to our present Federal Order program. 
This may lend more stability to the program and eliminate some of the ques-
tions which have been raised concerning the present arrangement. 
I think that in the future the Standby Pool may well provide a greater 
function than at the present time. At the present time, the two/states of 
Minnesota and Wisconsin produce one-half of all the Manufacturing Grade milk 
in the United States, 18 billion pounds. This milk is slowly being converted 
to Grade A and possibly within five years will be all Grade A as we move 
closer to one grade of milk. 
Under past urketing experiences, the new Grade A production will naturally 
be seeking a fluid market~ This milk will surely share in fluid sales in one 
way or another, either by lower pric~s or some type of pooling arrangement such 
as the Standby Pool. Therefore, it is important that the decision-making leaders 
of the dairy industry recognize that dairy farmers presently supplying fluid 
markets across the country will have to share, to some degree, with the supply 
of milk which has no fluid market. 
In view of these facts, I can viSualize that all of the Grade A milk not 
under a Federal Order will be carried by the Standby Pool, and farmers shipping 
to regulated markets will contribute to the pool. As cooperatives continue to 
merge into larger organizations and as Federal Orders merge into larger orders 
which cover wider geographic areas, it will become much easier to repool funds 
and permit all farmers to share equitably in fluid markets. 
Whether the Standby Pool continues or not, I think it will stand as one 
of the most; significant events in dairy marketing in that it has shown that 
farmers from different parts of· the country can work together and can find 
solutions to co11D11on problems. 
In order to maximize returns to farmers, we must continue to look ahead 
and seek new innovations in marketing techniques, supply management, advertising, 
and quality and types of products. Cooperatives need the loyal support of each 
individual farmer and farm organizations and there must be full·cooperation and 
unity of purpose among cooperatives if we are to be strong enough to have a 
dominant voice and influence the factors of milk marketing which affect future 
returns to dairy farmers. 
~-~.; ' 
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COMMENT .ABOUT THE STAND-B,Y POO;L :J:N OHIO MAR~J;S 
Leslie C. Mapp 
. .· . . . , ... ManE1,ger .. . . .. , .. 
Miami Valley Milk Producers Assoc:i,.~tion · 
'' f• ., 
We believe that t:he stand-by pool has made ,a lot o:f progress ciu'rtn~. ):he 
relatively short time i.t pas been_ in op~rat:ion: ;.Those o,f. :~s. in t~is ,,4rea ff:r.e .· 
particularly intereste.d in the .stand~by .pool in o;i;-4er to in.sulate .pur. mark('lts . 
against the supply of. Minnesota and Wisconsin milk except when a: supply 'is . . . 
needed in our markets. We are .. concerned that in pricin,g_ the milk .. to the plants 
and producers .who are p;irt of the. a:tand~by pool, ~hat .the p~:tce be at; .s\.ich a 
' • . • - ~ , , ·. • " , . ' ' • .~ {, I , ' • 
level that it does not encourage. exc.esdve production,. that could haunt us •. We. 
have }teard sonie re~rks.ma.de by cOlllpeting plants o-e tll,e stand-1>y pool that.the 
price pa'id by stand-by plants is sµfficiently higher .. that it attracts .milk fr0m. 
the other plants. · · · · · · · ·· 
·. We. are wondering wh_ethe,r .the stand-by pool will.~prk ~.ffectively .. in<pei:iods 
of heavy milk product: ion nationally.. The :present pla,n has .been prov.en in a. per-
iod Of r~latively short milk pr9ductton national~y :a11d perhaps this .is;a better .. 
time .to put in operation and expand it to more plants .to .protect'. against. the,.· 
. ciay of '.m9re heavy .productio,n~ ,.. · · · ·· · · · · · · · · ·· : . 
, ,;, • t - ,, . ; ·, . :·, ,,r .. • - , • .;;,<;. ·I -
Presently the milk received by the stand-by plan .. s .is .. a rather,: sma.lt pl!.rt 
of the total surplus Grade A milk in Wisconsin and Minnesota and it would seem 
that more plants. 1llUSt be cover.ed .in order to be e~.fe_ctive. in the .futµre. Th.e 
particip_ation of Great. Lakes Milk .~,rketing. Federa.t:ion in thi~ plan: would· almost . 
double the volume of milk being asse.ssed for. th~ supp()rt of the, .s.t:a~d-by pool:· 
In the Indianapolis market, -~.large _number of mb:k producers a~. shipping · .. 
milk direct from Wisconsin and. are associ.at~d with the pool in t~e same way .. as . 
local producers. The stand-by pool cannpt necessarily cope fully with this sit-
uation but could be helpful in :.preventing fur.t);ler.,prod\lcers b~ing as~oci.at;e~ 
with the Indianapolis :tJ¥lrke~:· ;; . :: . , ... ·, 
We do not think the stand-by pool is a panacea, .~u.t another facet of. milk , .·· . 
marketing which we in Great Lakes must study thoroughly i~ the next few months. ·· 
, ; ,·:. .-( :: 
( " .. ' 
CONTROLLING MARKET MILK SUPPLIES 
THROUGH HAULI~G PROGRAMS 
Donald E. Zehr 
Manager 
Central Ohio Cooperative '.Milk :Producers Association 
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How, through greater participation in farm to market movement of milk, can 
Ohio dairy cooperatives render greater service and improve their bargaining 
position in their markets? 
The controlling and coordinating of milk hauling becomes mandatory when 
distances between larger milk plants increase. In recent years, the transpor-
tation of milk to the plant has become more and more an important function to 
the milk producer, and in turn the responsibility is shifted to his cooperative. 
Along with the responsibility for transphrtation, the cooperatives are assuming 
the day to day equalization of the needs of the market. Consequently, the co-
operative is playing a significant role in acquiring milk, developing economical 
and efficient routes, and assigning milk ptoducers to the various routes. Further-
more, processors are gradually discontinuing the practice of acquiring milk supplies 
or maintaining a field staff to acquire milk or do quality control. This latter 
function is also being assumed by the cooperative. 
The control of the farm-to-plant assembly and ultimately the control of the 
total milk supply in a market is the primary ingredient to establishment of a 
maximum bargaining power position for Ohio dairymen. The basic link in the power 
position is the extent to which the assembling and transportation can be controlled 
in the market. 
All major milk markets except one in Ohio are supplied by both member and 
nonmember farms on the pickµp routes. In all markets, 73 to 89 percent of the 
producers on the pickup routes were members of the cooperatives in the market. 
In general, therefore, the dairy cooperatives did control the majority of the 
milk supplying the market. Slightly more than 40 percent of the farm pickup 
routes servicing the markets picked up milk from cooperative members only. 
Nearly one-half of all farm routes picked up milk on an every-other-day basis. 
Many of the routes listed as·every•day routes were actually every~other•day 
routes in which some farmers requested temporary every-day service when their 
milk supply flushed up. 
The current Ohio farm assembly system is not uniform in its treatment of 
producers, haulers, or processors with respect to hauling arrangements. The 
control of milk under present arrangements does not give maximum bargaining 
opportunity to the dairy farmer. The development of a standard farm assembly 
system, along with a centralized plan of hauling, could provide a stronger bar-
gaining position for the cooperative. A majority rule concept among the coop-
eratives in a market could further assure the total supply through the direction 
of farm pickup and other services to handlers. 
/' 
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A standard farin pickup system would control milk supply, therefore, would 
require: (1) 100% membership or, 100% agreement of producers on each route, 
(2) written agreements with all ,independent haulers, (3) some cooperative tankers 
to help enforce agreements, (4) no company tankers picking up from farms, and 
(5) a fully supply arrangement with the milk processors. 
The nonmember in,a market cannot be outwardly forced to join the association. 
Therefore, some type of nonmember agreement is needed or some means of getting 
his cooperation is required, unless the nonmember wishes to provide his own mar·· 
keting program.. . ... i ;; 
' Milk haulers prefer to act as independent businessmen with milk producers. 
Thus cooperative hauling arrangements which are needed are sometimes difficult 
to obtain. ' 
The standard fa~ pickup system would need. t.o follow three general. rules: 
(1) The, coordinating of .all farm pickup in one market area would be 
made· by one centralized cooperative agency with all: producers in' 
.a Fedet'al Order marketing area being ·assigned li>y one. agency •. 
(2) . All independent haulers would be contracted to th~ centralized 
agency and load assignments would be made by this agency to the 
various plants. 
(3) The nonmember would become a member. or make some agreement with .the 
centralized agency. 
The implementation of a.unifotm standard.systemcalls·for a centralized 
cooperative management of milk supplies. Under present circumstances.) the· mar-
ket power of the cooperatives, along with sufficient control devices, and the 
substantial quantities of milk available .in most areas, there is little in~ent· 
ive f:or fluid 111ilk processors. t.o compete for milk supplies. They can. obtain 
all they want _at the. present price., and turn ·the complete, procurement Job over 
to a cooperative •. They thus gain .the improved efficiency and the deereased cost 
of a c.entralized management. 
. ..• 
As a case in point, in an Okl~homa· metropolitan milk market, there has 
been an increasing tendency to consider .. the related £Unctions of fa.rm, quality 
control, procurement,. assembly, and surplus management as. the r,esponsibility 
of the producers' cooperative. 
The coord_ination o.f the market supply· function into a,, single agency was 
recommended in the O~lahoma study, .which stressed. the-tend~ncy for such a sys-. 
tem to reduce the .severity of flu.ctuat.ions when compared to. an individual· 
handler's requirement for milk.~mpply. Although the study's conclusions· refer 
to the cost of milk collecti~n~ it was evident that the overlap of farm·assembly 
was lessened by the co.ordinated system. Farm assembly , control by the single 
agency can signi,ficantly strengthen the. bargaining position. The lessening of 
the degree of variability and uncertainty can establish th~ following benefits 
in farm assembly; handling excess or reserve supply situations; controlling 
out-of-market movement of milk, efficiency of procurement, lower receiving 
costs to processors, surplus disposal, and bargaining between participants. 
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A standard farm assembly system would therefore be implemented: by the coop-
erative which becomes the single agency to coordinate these market fµnctions. 
n1e cooperative would immediately provide leadership t;o the market for the pro-
ducers milk as authorized in the membership agreement. The, cooperat.ive would 
move immedia.t.ely to provide uniform agreements with the milk haulers and be pre· 
pared to enforce the agreement with reference to producer assign~nts and plant 
assignments. 
The milk processors in most: markets could be apprai.sed of the effectiveness 
of Lhis system.. Wi.th proper assurance of the validi.ty of the single agency coor-
dinated supply. system, they would. comply .with the attempt to improve the system. 
Undoubtedly some resist.a.nee could .be expected by some processors. who may now be 
out.side the influence of the major cooperative in the market area. The fear of 
a. stronge;: bargaining position by the dairymen could be a deterring· fa.ctor to 
foll cooper.at:ion by the processors. ,Thus, the farm assembly control could bring 
th.at ~oint into proper focus immediately if the direct-off-the-farm supply of 
milk ls delivered to the plant only by the cooperative. · · · 
In sU1111D.~ry. therefore, it seems evident that in the eleven Ohio milk mar-
kets, the cooperatives could provide a positive answer to the three hypotheses 
in this paper, namely: 
1 •. That the bar.ga:ining power position of the Ohio fluid milk farmers 
could be substa.ntially enhanced by the milk marketing cooperatives 
if the farm assembly system was tightly controlled by the cooper• 
a.tlves. 
2. That the cooperatives working together in a majority rule concept 
i.n each market within a procurement area would ·provide effective 
bargaining for price and other terms of sale. 
3. That the uniform or standard farm assembly system could provide 
for less overlapping of assembly and decrease the duplication of 
other services closely associated with assembly. 
Recommendations 
In order to resolve the problem with which we are concerned in this dis-
cussion, "How, through greater participation in farm to market movement of milk, 
can Chio dairy cooperatives render and imprave the bargaining position of their 
members?", the following recormnendations are advanced: 
1. Provide a standard farm.assembly system which would establish the 
control of the farm to plant transportation in the hands of the 
dairy farmer through his authorized milk marketing cooperative. 
Develop a workable farm assembly system by cooperative owned and 
operated routes or by independent contract haulers under contract 
to the association. This standard system would establish agree-
ments between the cooperatiw .ind the farmer and would establish 
agreements with those·nonmembers who are outside the system by a 
marketing agreement with the cooperative. It would establish 
agreements between the cooperative and the fam assembly operator; 
and it would establ:ilsh full supply contracts with the canpanies in 
the regulated area. 
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2. Provide that each authorized milk marketing cooperative attempt a 
membership relations program to get a more complete understanding 
of the membership agreement between the farmer and the cooperative. 
Strengthen those terms within the agreement which·prdvide for sole 
and exclusive rights of the cooperative to market the milk, the 
right to assign the member to a route, and the right to provide for 
or arrange for the farm assembly system. 
3. Provide a suitable hauling agreement between the independent contract 
hauler and the cooperative. The contract should provide for the 
cooperative to direct the assignment of all members and provide for 
nonmember transportation onlyafter a nonmember marketing agreement 
is signed by the nonmember dairyman. 
4. Establish a centralized market supply management system with all 
participating cooperatives in the market procurement area to further 
provide a complete supp~y-equalization function for the cooperatives 
serving the regu~ated area. A majority rule concept would be developed 
in each market. 
5. Have the cooperatives provide the administrative and financial support 
for the centralized market supply management system. The services 
rendered by the majority cooperative would be supported with special 
concern to bargaining for price and other terms of sale with the milk 
companies. 
ADJUSTING FEDERAL MILK ORDER MARKET AREAS l/ 
WITH SPECIAL REFERENCE TO MARKETS IN AND NEAR OHIO -
David G. Hahn 
Department of Agricultural Economics and 
Rural Sociology 
The Ohio State University 
The boundaries of relevant markets continually change as the size and 
mobility of our population increases .and as transportation systems improve. 
Many instances can be cited in which two or more markets were separate en-
tities just a few years ago but now have contiguous borders. 
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How is a "market" defined? With respect to milk, the United States Depart-
ment of Agriculture historically had adhered to two criteria in the definition 
of a marketing area. These include 1) all of an area where the same milk dealers 
compete with each other for sales of milk, in association with 2) the area where 
such milk must meet essentially the same ·sanitary· inspection standards. 
Over time, an intensification of various market relationships among fluid 
milk markets, both in procurement and distribution, has been taking place. Some 
of these changes may be set forth as follows: 
1. Substantially increased mobility of fluid milk, both in bulk 
and packaged form, on a highly efficient basis. 
2. Increasing concentration of the fluid milk industry in terms 
of large volume automated processing centers, together with 
business operations on a multi-plant, multi-market basis. 
3. Closer and more formal relationships among milk marketing co-
operatives as they strive toward a more effective bargaining 
base. 
4. EXpanded and over-lapping milkshed areas caused by reduced 
production in some supply areas together with increased de• 
mands in metropolitan milk markets. 
5. Continued de-emphasis of local Grade A health ordinances as 
barriers to milk movement. 
6. High proportion of fluid milk being sold through supermarket 
chain stores, with resulting implications in private labeling 
and brand indifference, intense competition for wholesale 
accounts, and vertically integrated processor-distributors. 
All of these changes have served to substantially expand the areas in 
whith many handlers distribute milk. Along with these changes, we have seen 
ll This paper is based on information obtained from our current research project, 
SS-161. 
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Federal order consolidation. In the last 5 years, 18 markets have merged to 
form 8 new marke.ts, and 24 markets have expanded to include formerly unreg-
ulated areas. · 
Three major questions regarding marketing area criteria and definition 
have arisen out of this new environment, 
1. Do the present criteria for marketing area definition adequately 
encompass the relevant factors which must be recognized in imple-
menting an orderly market? 
2. What ultimate geographic limits in defining marketing areas appear 
to be desirable as the adjustment to regional marketing areas be-
comes more and mare evident? 
A third. question, and. perhaps the most relevant one for our discussion 
is as follows: 
In a region such as Ohio and immediately surrounding areas, where 
.several Federal order milk markets are in close and constant re-
lationship, what do the relevant criteria recommend in terms of 
defining an optimum marketing area(s)? 
To find the answers to these questions, several market area criteria were 
evaluated as to their relevance in formulating marketing areas. The standard 
criteria of 1) competing sales area and 2) uniform sanitary standards were 
considered together with 3) procurement area relationship.s. In addition, 
criteria of 4) acceptance and support by cooperatives, 5) general market or-
ganization, and 6) concentration of Class Il product processing and distri-
bution were related to the marketing area problem. 
The question of pricing arrangements essential to the movement of milk 
within large marketing areas were not analyzed as a part of this study. The 
relationship of milk pricing is another study within itself. 
The U.S. Department of Agriculture historically has added to the market• 
ing area of a Federal milk order by 1) adding unregulated adjacent areas to 
the marketing area, and/or 2) consolidating the marketing areas of two or more 
Federal orders in which marketing area criteria indicate the desirability of 
such consolidation. 
, It now appears that, in some instances, a third alternative should be 
available for market area expansion. This alternative would be one in which 
a portion of a regulated area would be transferred to another Federal order 
market. The rationale for doing this in a given situation would be that milk 
marketing conditions and relationship changed so much since the earlier mar-
keting area formulation that, in the meantime, the particular marketing area 
portion under review had developed much closer relationships with another 
Federal order market. For example, over time, in a Federal order market with 
a sizeable !f18rketing area, the eastern half of the market may have developed 
closer relationships with markets further to the east, while the western half 
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of the market had developed relationships to the west. Conditions can.1change 
as much within as between marketing areas, so that this alternative takes on 
additional importance. 
What is the current Federal milk order market situation in Ohio? . On July 
1, 1968, three Federal order milk markets primarily associated with Ohio, i.e., 
Northeastern Ohio, Greater Youngstown-Warren, and Greater Wheeling, were con• 
solidated as one market. At the same time, additional marketing areas primar• 
ily in Western Pennsylvania (Pittsburgh and Erie) were amended to this consol-
idation. Prior to this market consolidation and expansion, eight separate Fed-
eral order milk markets, Tri-State, Northwestern Ohio, Columbus, Miami Valley, 
and Cincinnati, in addition to these three· have had either all or most of 
their marketing areas located within Ohio. With this concentration of Federal 
order markets located in ·such a limited geographic area, relationships among 
these markets, both in procurement and distribution have been very intense. 
Investigation of Federal order markets in Ohio revealed the following in-
formation about the six market area criteria: 
1. Competing Sales Area 
Several markets were examined to determine the degree of sales area 
competition that exists in Ohio. The Columbus market, for example, contains 
the major portion of 11 counties. Milk is distributed to 5 other markets 
from the Columbus market. On the other hand, milk from 5 outside markets 
flows into the Columbus market. The-Cincinnati market, which contains four 
counties in the southwestern Ohio, and-6 counties in Kentucky, accounts for 
sales in 8 other markets. Milk comes in to that market from 5 other markets •. 
The Miami Valley market accounts for sales in 5 other markets, while 4 out-
side markets supply milk to that market. In Northwestern Ohio, milk comes 
in from 6 outside markets with mifk being-supplied to 4 outside markets. 
We see that encompassment of sales areas is an important criterion. 
2. Uniform Sanitary Standards 
These standards no longer pose a serious problem. A major reason has 
been the widespread adoption of the U.S. Public Health Service's reconmen-
dations. In addition, Ohio and West Virginia have reciprocity agreements. 
Ohio does not have reciprocity agreements with Pennsylvania, but many Ohio 
producers and a number of Ohio plants meet Pennsylvania standards. Uniform 
sanitary standards are not a problem between Ohio and Michigan, Indiana, or 
Kentucky. 
3. Procurement Area 
The procurement criterion only becomes of specific importance where there 
is significant milkshed overlap with potentially unstabilizing differences in 
producer pay prices. In such a situation, procurement necessarily becomes a 
relevant consideration for market consolidation or for some extensive inte-
gration of Federal order provisions among the relevant markets. 
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Milk production in Ohio and the surrounding states has decreased during 
the past five years which means that competition has intensified between mar~ 
kets for milk produced in the region. A look at the Ohio market reveals.: 
a. Procurement area for the Columbus market contains 36 of Ohio's 
88 counties. 
b. Procurement area for the Miami Valley market contains 24 counties 
in Ohio and 8 in Indiana. · 
c. Procurement area.in the Cincinnati market contains 35 counties in 
Ohio; 34 in Indiana; 19 in Kentucky; 2 in Wisconsin; and 1 in 
Illinois. · 
d. Procurement area for the Northwestern, Ohio market contains 30 
counties in Ohio; 8 each in Indiana and Michigan. 
e. Procurement area for the Tri-State market contains 27 counties 
in Ohio; 19 in West Virginia; 17 in Kentucky; and 1 in Pennsyl"' 
vania. 
f. Procurement area for the Northeastern, Ohio market contains 45 
counties in Ohio; 18 in Indiana; 8 in Pennsylvania; and 4 in 
Michigan. 
Producers inMercer County,·Ohio,. ship to 7 different Federal order·markets. 
On a larger.scalet the Tri-State market procures milk in 13 of the same counties 
as Columbus, 11 of the same counties as Cincinnati, and 7 of the sa~e counties 
as Miami Valley. 
It is apparent that several of the markets are inextricably related to 
one another in procurement. 
4. Acceptance by Cooperatives 
To examine this criterion, management of 13 milk cooperatives were inter-
viewed concerning: a) the objectives of their organization and b) their con-
siderations and reactions to the expansion and consolidation of market areas. 
The results of these interviews indicated that the criteria of general market 
organization and Class II processing and distribution were very important con-
siderations.· These results were interesting in that little attention has been 
given historically to these criteria. Generally, management of these coops 
agreed that expansion through consolidation is needed. 
5. General Market Organization 
For this criterion, three important elements were evaluated. These elements 
were: 1) working relations among cooperatives; 2) compatibility of Federal Order 
provisions; and 3) market organization and structure of the handlers. Concerning 
the element "working relationships.among cooperatives," the Great Lakes Federation 
is an example of the cooperation that exists .among the dairy cooperatives. In 
1966, this Federation was comprised of 19 cooperatives, representing 33,000 dairy 
farmers. 
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A high degree of interdependence also exists between coopeX"atives and their 
respective markets. The individual cooperatives worlc .together to strengthen prices 
and reduce transportation costs by equating supply with demand. 
Federal Order provisions for these markets contain more similarities than 
differences. All of these orders havemarket:""wide pools and ·Class I-prices based 
on Minnesota-WisconsiJ;l manufacturing prices. However, each order generally has 
its own seasonal pay plan which caus~s differences 1,.n Class .I prices between these 
markets. 
The element of market organization at1d structure of handlers reveals a trend 
to fewer. but larger firms. One factor which explains this pronounced change has 
been the. improvement of the highway system in our ~t~te. This highway system 
permits milk to be transported over considerable distances during a relatively 
short time period. 
6. Class II Processing and Distribution 
The centraiization of Clas.s II products in specialized plants at given loca-
tions has resulted in lower Class I tttilizatioll in market pools where these plants 
are located. This problem raises two que8tions: l) why should not producers in 
other major markets in which these products (mostly ice cream and cottage cheese) 
are sold, share the Class II price problem and 2) why should not distribution areas 
for Class II products be an important factor for defining a market area. 
Grade A milk 1,.ngredients must be used in the manu~acturing of cottage cheese 
in Ohio .and aU major municipal health departments in Ohio (Cl'evela11d, Canton, Akron, 
Columbus, Toledo, Cincinnati, and Dayton) require .Grade A milk ingredients for ice 
cream. 
It was not possible to .accurately measure ,the importanc~ of tbis criterion 
because Federal milk_marketi11g order data for these products were not directly 
comparable.· between these markets. Howe.ver., a 15 point spread existed in Class 
I utilization (65%.in Southern Michigan to 80% in Tri-State). Much .of this 
spread .is due to ice cream and cottage cheese manufacturing. In the future 1 
this criterion will no doubt be _more important than it has been ~istorically. 
'l'he results of our .research suggest several recommendations. In addition 
to specific market considerations, two areas of policy recommend themselves for 
explicit recognition in the Federal milk marketing OX"der program. 
1. The Dairy Division, on the basis of evidence, should have and use the 
additional option of recommending decisions that a part of a marketi.ng 
area can be transferred to another Federal order market if changing 
marketing conditions indicate that the prior marketing area decision 
is no longer appropriate. The c1,.1rrently utilized .alternatives of 
(1) adding unregulated area t~ the marketing area, ar;td/or · (2) con-
solidating with one or more other Federal order markets are too limit-
ing in some cases as regards marketing area policy. Because of chang• 
ing marketing conditions, market area decisions made in the past cannot 
be viewed as sacred~ As chang~s in market area are made to fit present 
conditions, there must be enough policy flexibility to not only add 
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unregulated area or reconnnend market consolidation, but also to re· 
assign portions of a market area to other market orders where public 
bearing evidence supports such a decision. 
2. Further integration and coordination of various provisions among the 
Federal order markets is reconnnended, Such action would be desirable, 
both among markets as presently constituted and among 'regional' mar-
kets as they might be developed. Much coordination and improved price 
alignment has been accompolished in recent years. However, illogical 
differences in Class I prices and producer prices continue to be sig-
nificant problems. While market consolidations can resolve some of 
these problems, there will continue to be a particular need to review 
and adjust the following differences in pi:icing provisions and their 
effects among markets: 
a. Differences in seasonal incentive plans among markets 
b. Differences in Class I prices which have been complicated by 
the complex of Class I differentials, local supply-demand ad-
justor schedules, and various standard utilization percentages 
among the several markets. This factor only holds as an im-
portant one if supply-demand adjustors continue to be utilized 
as they are at present. 
It has been the rationale in the past that many of these differences in 
provisions were due to the 'local' nature of problems in the 1 local' markets. 
But with no such 'local' markets existing in the scope' of this market study, 
it is clear that some reform is needed to eliminate local provisions that 
aggravate regional problems. 
As for the markets involved in this study, there are some obvious and 
some less obvious market consolidations and adjustments in marketing area 
that appear to stand out as useful alternatives to pursue, It should be 
noted that there was sufficient marketing evidence to build almost any 
kind of case one might want to so far as market consolidations are concerned. 
In the field interviewing, managers of the milk marketing cooperatives in-
volved were quizzed closely as to their reactions to alternative types of 
marketing arrangements. The following suggestions in some cases support and 
in some cases override the opinions of some of the individual managers. More 
basically, the abundance of marketing evidence provided some relatively clear 
directions in which to make recommendations. Finally, on the basis of all 
available information, these suggested directions are judged to be realistic 
enough to achieve practical consununation •. 
1. The Northeastern Ohio, Youngstown-Warren, and Wheeling Federal order 
markets have consolidated and become a part of the Eastern Ohio-Western Penn-
sylvania Federal order market as of July 1, 1968. The evidence gathered in 
this study strongly endorses the consolidation of these three markets. Because 
of this recent move, and because marketing evidence does not suggest immediate 
further adjustments, no additional marketing area reconnnendation is made directly 
with respect to the Northeastern Ohio-Western Pennsylvania marketing area. 
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2. The Cincinnati, Miami Valley, and Columbus Federal order markets should 
be immediately consolidated as a single Federal order market. Nonregulated areas 
adjacent to these three current marketing areas should also be defined in the new 
marketing area as evidence indicates. 
3. One of two alternative approaches should be pursued in regard to changes 
in the Tri-State Federal order market. 
a. As a first priority, the Tri-State market should be analyzed in 
terms of reassigning component parts of the marketing area to differ-
ent Federal order markets; with the dissolution of the Tri-Stcite mar-
ket as such being a part. of the outcome. Such analysis may indicate 
that the present marketing area of the Tri-State market does not meet 
the standards for marketing area delineation as well as alternative 
marketing area arrangements might effect. If that is the case, pres-
ent parts of the Tri-State marketing area should be assigned to the 
Appalachian, Louisville-Lexington-Evansville, Northeastern·Phio• 
Western Pennsylvania, and/or the Columbus-Miami Valley-Cincinnati 
complex as marketing area evidence indicates. 
b. As a second priority, the Tri-State Federal order market, as 
currently constituted, should be consolidated with the Cincinnati, 
Miami Valley, and Columbus markets. While the second and lower 
priority alternative would be accomplished much more simply admin-
istratively than the former, it would probably not lead to the 
rather well-defined differences among markets that reassignment 
of parts of the Tri•State market would permit. 
4. The Northwestern Ohio Federal order illustrates another situation 
where market areas adjacent to it should possibly absorb component parts of 
the Northwestern Ohio marketing area. However, it is recommended that the 
Northwestern Ohio marketing area be undisturbed for a period of up to two 
years, until marketing conditions and relationships become further crystal-
lized. At that time, the marketing situation should be carefully reviewed 
in terms of the relationships with the South Michigan, Eastern Ohio-Western 
Pennsylvania, and Columbus-Miami Valley-Cincinnati Federal order markets in 
particular. The direction,of current marketing activities in Northwestern 
Ohio suggests that ultimate reassignment of the Northwestern Ohio marketing 
area to these other three market complexes may be a best answer to the sev-
eral marketing area criteria. 
SUMMARY OF DAIRY SEMINAR . 
· · S • C. ·Cashman 
Vice President 
Commodity Services . 
The Ohio Farm Bureau Federation 
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Most farmers want to have a voice in determining the terms of sale of their 
commodities. Dairy farmers have had more to say about marketing their product 
than any other commodity group of any consequence. This situation is the result 
of over 40 years of work on the part of dairymen, first in organizing and -next 
securing some control over the movement of milk from the farm to the handler. 
· The fact that milk producers are currently in an enviable position does 
not mean that they can sit back and rest on their laurels •. We must continually 
be searching for ways in which our position can be improved. · This· is what these 
Seminars are all about. During these two days, we have concentrated our efforts 
in the areas of bargaining and public policy ... both critical to the dairy farmer's 
economic well being in the years ahead. · 
In thearea of bargaining, we looked at several ideas for improving the 
farmers bargaining strength. 'lbese and the comments relative to each follow: 
Legislation 
We took a look at where we are, what can and cannot be done under present 
law, and explored possibilities for additional legislation that could strengthen 
our bargaining position. In this connection a "Farmer;..Buyer Relations Act" was 
proposed which, among other things, would require buyers to recognize the seller, 
bargain in good faith and permit farmer· cooperatives with.the tnajority of pro-
ducers in a mark8t area to represent all producers in bargaining for price and 
terms of sale. The g6vernment's role would be one of referee. 
Alth.<>ugh·agreement wasn't unanimous, most felt that everything possible 
should be·· done to improve our ef fectivenes·s with the tools now available with- . 
out askihg government· for additional legislation. All favored legislation to 
amend and extend the· Class I base· plan indefinitely. 
Hauling 
There are unlimited opportunities for cutting hauling costs and strengthen-
ing the bargaining position of dairymen through the development and adoption of 
a uniform milk hauling program. It wa& suggested the OMPF and Great Lakes Milk 
Producers research the hauling problem and develop a plan for improvement in this 
area. 
Standby Pool 
The theory is good and it apparently has a great deal of merit. However, 
it was agreed that it should be investigated further in terms of wtiat it can 
do to protect Ohio farme~s markets, as well as maintain the price premiums, 
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before action is taken to effect the program in Ohio. 
Non-Member Problem 
Because of a fairly good demand and supply balance, the non-member situation 
has.not interferred with the ability of cooperatives to obtain prices over and 
above the Federal order minimums. However, there seems to be a feeling that we 
need to continue to reduce the proportion of non-members, particularly in the 
areas where there is a high concentration to avoid future problems. Farm Bureau, 
in line with its policy, has carried on a membership acqui$ii.tion program for 
dairy cooperatives in a few spots in eastern Ohio with some.success. Presently, 
it is working to encourage dairymen who are shipping to Beverly Farms in the 
Mahoning-Columbiana County area to become members and support a milk marketing 
cooperative. In the Farm Bureau regional dairy meetings to be held this fall, 
counties will be given an opportunity to take a look at the non-member problem 
in their counties and to plan and carry out a program to encourage these non-
members to join. This effort will be over and above what the cooperatives them-
selves are doing to sign up nen .. memberso 
National Policy 
In the area of national policy, Dr. Jacobson raised a very serious question 
about our ability to maintain and expand markets for milk under the present govern• 
ment price support program. During our discussion, we concluded that. we shou.ld 
keep our pr~sent price support program until we had something with which to replace 
it - ... something better than has been propp$ed to date. Even though per capita con-
sumption is going down, total consumption. is about holding its own because of the 
increase in population. In general, many farmers would rather cut back on production 
and maintain price rather than sell more milk at a lower price. This is the reason 
why some dairymen are interested in the Class I base plan •. Programs that would per"' 
mit dairy products to sell at prices that would move all of them into consumption 
and to make up the difference between the support price and the market price through 
direct payment route~·· seemed to have little appeal to those participating in the 
Seminar. 
On the subject of Federal order mergers, it was pretty well agreed that 
mergers of present orders made sense. Overlapping of procurement and sales 
under current market order areas is increasing. 
As I understand it, the University people will be pulling together the pro-
ceedings Of this conference, mimeographing and providing copies for ~he use of 
all participants. This may be used to follow up on what was done here in our 
respective organizations. On behalf of the Planning Connnittee, I would like to 
take this opportunity to thank all of those who assumed some responsibility for 
conducting the Seminar. This includes the chairmen of the various sessions, 
those who made presentations, and those who.served as discussion leaders. The 
success of a conference is dependent not only upon leadership, but upon the in-
terest and participattion of those in attendance. I would like to say that the 
conference was a success and that all of you made it so because of your active 
support. 

